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t. The Committee of Finance and “economics on 15 December 1°50 orteret the 
Minitetry of Trade, the various major administrative rezions, and the 
governnént svecial traiing companies to wrchage farm commodities on 
credit and to cease buying with cash. This order decane effective on 
15 December, and ig summarised as follows! 


a. The gpread of the Vorean var since mid-October hag directly 
threatened the security of China anid has forced the fovernnent 
to increase heavily its exnenditures for other purnoses in 
order to finance heavy dighurserents for national defense without 
commletely disrunting the currency situation and comrodity nrices. 
Therefore, government trating comantes in all lnenlities are 
ordered to reduce their planned vurchases and to susnend the 
Surehase of farm products in large quantities. 


b. This is the marketing season for farm vroducts:; revorts from 
various arens indicate thet the susvension of Larze-senle pur~ 
chases by covernment tratin: commantes ang cauded the orice of 
farn voroducts and by-nreduets to dron steadily, with consequent 

financial loss to the seasnants and loverine of their morale. "o 
meet this crisis, the Comittee of linance ond “econamics ordered 
the vurchese of these commodities on credit. 


c. Purehase on credit mecns that fovernnent tearline comantes will 
accent delivertes of nienned amounts of farm oroluets from the 
peasants, but will not eake immediate payment in ensh or in kind. 
“hese deliveries will be recorded, ani the veasants will receive 
later nayment in installments of either cash or by commodities 
vhich they need. ‘Thus, the governrent tratdine cormmantes will be 
able to trade farm vrotucts for cash and other commodities which 
can be delivered to the veasants in return for their deliveries. 
“inanetally, the ‘transaction reduces the circulation of vaner money 
and also readjusts the farm economy. 


d. “he government trading cormantes must store nrovagania activittes- 
' in the rural areas to tenes the nesannts the benefits of ~urcihrsea 
on credit. Coovderative o@uenivations in various aress must begin 
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wocessing Durchases on credit, so thet the sunmert of the nene nts 
vill be von. Adiition lly, to -wotect the nersant interests, 
rensures rust he tnatituted to tonnrantee coast ond velue." i.e, Lf 
the orice of farr oretucts réses alter the nensents have made 
flelivery. naymert in cash or in Irind shell be commuted at the vre- 
vailing mrice of the oreinet at the time of mynent: if the vrice 
falls, ‘nyment shall be carmmted at the orice ~reveiling vhen the 
delivery vas made. It is hovel that this tyoe of curchase on credit 
vill work out antistretertily. 


e, Large quantities of frod, entton and other ferm vreducts are nev 
aveiting srle in wll the rurcl areag ont these correlities are reauired 
in the cities; consecuently, the Coretttee of Hinance and “eonomics 
directs the sovernrent traling cemwinies, under the direction of the 
rajor alrinistretive resiong and the Ministry of Trade, to institute 
tae moliey of omurchases on credit so thet the demands of the nation’s 
Sinancial ant economic slan max he mes, 


In erder tno control foreien and Jomestic trade throughout the country, the 
peueian Comramists in March 1959 mrovulezatet rules for sovernrent trading and 
egtaniished six pevern-ent trading commanies snecto lieing in fordatuffs, 
cotton, vern andl cloth, sundry cnods, coal, and mative ~reducts. These 
corminies vere piven moncnoly over vrincioal sun vlies and com-o4ities 
throuchout the country, ant the cale of farm  roduets ant the sunoly of 
ininetrinl raw raterials were to be handled exclusively by these cornanies, 
Since the Chinese Communist intervention in the Yorenn or inerensed 
niliter, exoenditures, government tro‘ine comnonies vere ordered to sne end 
lares-senle “urenages an tint severe inilation could be arotded. “wen tre 
muirchise of fread and cotton vas sussented., “owever, the Chinese Canrunists 
cannot so vitaout food and cotten while they suv.ert farees in Yore>, so the 
SUSUENSION OF urcaases vas necessarily a tervorary measure to restrict cir- 
enlntion of currency. “ow, in order to obtrin a swmly of essentiel farm 
Ss oeeet Ss they have been forced to Aevise this neolicy of murchose on credit. 
“his is surchase on credit in aame only; actually, it is recutsition. Draducts 
vaten are mircnased on credit vill undoubtetly be ennsured in snonerting the 
var efvort ani vill not te sold on the rarket for cash and commodities which 
vould form the basis for ~avments to the ~ersrnts. “hen the time comes ta vay 


tae Mensants, it is ~rebeable that nore vaver money will have te be iaaued for 
this mrvose. Tus the finenetal ditfieulties of the Chinese Conrunist resire 
vill imerense, 
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